Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


UNITED  STATES 
DEPARTMENT  OF  AGRICULTURE 
LIBRARY 


a  to  8—7671 


^i>U  N  I TED^. STATE S 
^^DE  PARTMENT 
of  AGRICULTURE 


OFFICE 
IN  FOR 


OF 


e?  *^  ir^1  rc  <v? 


HOMEMAKERS  1  CHAT 


Monday,  January  2,  1939 


(FOR  BROADCAST  USE  ONLY) 
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Good  morning,  radio  listeners,  -  a  Happy  New  Year  to  each  of  youi    For  some 
the  year  will  "bring  that  biggest  of  family  adventures-  starting  out  to  buy  a  farm; 
for  others,  1939  will  see  the  proud  day  when  the  farm  is  free  of  debt,  when  the  mort- 
gage can  be  burned,   when  the  foal  of  your  youthful  ambitions  is  achieved.  Between 
these  two  groups  stand  many  other  families  in  various  stages  along  the  road  toward 
home  ownership,  and  still  others  who  have  yet  to  plan  on  buying  their  own  farm  home. 
New  Year's  seems  an  appropriate  occasion  to  talk  about  a  plan  that  most  families  un- 
dertake but  once  in  a  life-time. 

The  past  few  years  have  brought  about  some  encouraging  changes  in  the  finan- 
cial arrangements  connected  with  owning  farm  property.    Long-term  credit  is  more 
widely  available  and  rates  of  interest  are  easier.    Both  together  brighten  the  pros~ 
pect  of  eventually  paying  for  the  farm  out  of  the  farm  business.    And  the  farm  house- 
wife enters  inportantly  into  the  picture,  as  I  will  show  you  shortly.     It  may  never 
have  occurred  to  you  that  your  being  a  good  manager  has  an  influence  on  securing  a 
loan  on  advantageous  terms,  but  it  does.     The  farm  home  and  the  farm  business  are 
closely  tied  together  and  what  affects  one,  affects  the  other. 

We  must  remember  that  the  days  of  homesteading  on  free  land  are  far  behind 
us.    People  who  wish  to  follow  farming  as  a  means  of  livelihood  must  buy  or  rent  the 
acres  and  buildings  they  need.     Those  who  rent  have  very  little  feeling  of  perman- 
ence.    Sometimes  they  move  every  year. 

Few  young  couples  can  accumulate  enough  at  the  beginning  of  their  married  life 
to  purchase  a  farm  outright.     So  they  often  start  out  by  renting,  hoping  to  get  a 
nest  egg  together  as  down  payment  on  a  good  farm,  with  the  balance  as  a  loan  or 
"mortgage".     This  is  an  honorable  and  accepted  form  of  debt,  secured  by  the  property, 
and  is  usually  the  only  way  a  family  in  moderate  circumstances  can  eventually  pay 
for  its  farm.    Not  only  young  couples,  but  older  families  ambitious  to  have  a  secure 
place  to  work  and  live  all  their  lives,   are  considering  the  possibility  of  home  own- 
ersnip  oy  means  of  what  is  called  long-term  credit,  or  a  mortgage  on  their  property, 
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There  is  nothing  unique  about  a  farm  with  a  mortgage  on  it.     The  1935  Census 
indicated  that  about  2  and  a  third  million  farms-  or  more  than  one  third  of  all  the 
farms  in  the  United  States,-  are  mortgaged.     The  Farm  Credit  Administration  says, 
A  sound  mortgage  provides  a  definite  plan  for  repaying  the  principal  and  paying 
current  interest  during  the  lifetime  of  the  mortgage,    payments  on  principal  may  be 
annual  or  semi-annual.     This  is  called  amortization     (am-ort-i-aa-shun)  of  the  debt 
ana  is  the  plan  used  by  the  Federal  land  .blanks -and  some  other  lending  agencies. These 
regular  payments  on  the  mortgage  cut  down  the  principal  sum,   thereby  increasing  the 
G^iity  the  family  possess  in  the  farm.     They  also  help  to  lessen  the  total  amount  of 
interest,  the  borrower  will  have  to  pay,  thus  reducing  very  materially  the  actual 
cost  of  the  farm  to  the  family. 
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To  illustrate,  let's  take  the  average  debt  per  mortgaged  farm  according  to 
the  Census  figures.     This  was  $2900  or  50  percent  of  average  value.     If  each  of  these 
farm  operators  could  have  15  or  20  years  to  pay  off  the  mortgage,  with  interest  at 
each  installment  date,  you  can  see  that  it  would  not  require  a  very  large  amount  per 
year  to  retire  the  whole  mortgage  and  own  the  farm  free  and  clear  in  the  course  of 
time.    On  an  amortized  plan  of    repayment  of  a  mortgage,  a  family  pays  an  average  of 
dfo  on  the  principal  sum  a  year  if  the  mortgage  is  to  ran  for  20  years.    Thus,  if  a 
family  owed  this  average  sized  mortgage  of  $2,900  which  they  wished  to  pay  off  in  20 
years,  they  would  pay  an  average  of  $145  on  the  principal  each  year,  plus  the  interes 
on  the  unpaid  balance.    Banks  have  tables  showing  how  this  works  out  in  different 
amounts,  different  terms  of  time,  and  different  rates  of  interest. 

The  Extension  Service  of  the  U.  S.  Department  of  Agriculture,  with  the  coop- 
eration of  the  Farm  Credit  Administration,  is  interested  in  seeing  that  people  under- 
stand long-term  credit  thoroughly,   and  that  they  shop  around,   so  to  speak,  for  the 
best  terms  connected  with  mortgaging  a  pfece  of  property.     It  goes  without  saying  that 
the  price  of  the  farm  agreed  upon  should  be  a  fair  one  for  the  locality  in  the  best 
judgment  of  competent  advisers.     If  the  family  making  the  purchase  is  not  acquainted 
with  the  region,  it  is  advisable  to  have  an  appraiser  set  a  value  on  the  property  be- 
fore negotiations  go  very  f  ar.     The  total  price  should  not  be  more  than  the  purchaser 
can  r  easonably  expect  to  pay  off  in  a  given  time.     So  the  time  for  repayment  should 
be  extended  over  a  sufficient  number  of  years  for  this  to  be  done  without  detriment 
to  the  family's  way  of  living. 

Sometimes  a  mortgage  debt  is  owed  directly  to  the  seller.     Very  often,  how- 
ever, the  buyer    borrows  the  money  from  a  bank  or  other  lending  agency  and  pays  the 
seller  immediately.     The  lending  agency  then  takes  a  mortgage  on  the  property,  In 
any  case  if  the  purchaser  does  not  meet  the  payments  agreed  upon  the  holder  of  the 
mortgage  may,  by  process  of  law,  take  possession  of  the  farm. 

Before  lending  any  large  sum  of  money  the  bank  or  other  lending  agency  ap- 
praises not  only  the  property-  whether  it  is  a  good  risk-  but  also  the  family.  You 
may  think  it  is  nobody's  business  how  you  live,  whether  the  fences  are  repaired,  the 
house  in  good  condition,  clean  and  orderly,  or  what  the  recreational  interests  of 
the  family  are.     The  banker  wants  to  know  these  things  which  show  the  character  and 
thrift  of  the  family,  -  also  whether  the  husband  is  experienced  in  the  kind  of  farm- 
ing he  proposes  to  undertake,  and  whether  the  wife  is  a  good  manager  in  the  home. 
He  asks  whether  the  applicant  has  a  reputation  for  meeting  his  credit  obligations 
promptly.    The  previous  credit  history  of  the  family  is  important  in  securing  a  loan. 

Those  who  have  money  to  invest  in  farm  mortgages  wish  to  assure  themselves 
that  their  investments  will  be  safe,  and  that  the  farm  will  be  operated  with  good 
judgment,  so  that  the  loan  can  be  met.     There  is  always  a  charge  called  interest  for 
the  use  of  some  one  else's  money,  and  there  are  other  expenses  connected  with  hand- 
ling property  transactions.     The  legal  rate  of  interest  varies  in  different  states. 
It  should  be  as  lew  as  is  compatible  with  the  risk  and  would  pay  the  lender  a  rea- 
sonable return  for  the  loan. 

The  ultimate  financial  objective  of  most  farm  families  should  be  a  farm  home 
tree  from  debt.     Si< ill ea  management  and  the  use  of  spare  time  to  ra^e  improvements 
on  property  one  hopes  eventually  to  own  outright,  increase  the  value  of  hhat  proper- 
ty aa  t ,  r.,3  goes  on,  until  the  happy  day  arrives  when  the  mortgage  .  is  cancelled  and 
destroyed. 


